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RUSSIAN GOLD POLICY 

1, A note dated 16 #3*50, outlined the trends of Russian 
gold policy during 3949 and reviewed problems connected 
with Russian gold stocks and the rouble, and with Soviot 
Bloc movements of gold to the Yfcst amounting to about 
£50 million. 

2, The pro sent note reviews Russian gold policy during 
1950 and 1951, tho chief features of which are t 

a) A decline in Soviot Bloc gold movemonts to tho V/est 
(no direct shipments of gold have come from Russia). 


b) Increased Russian financial control ovor»tho Satellites. 


GOLD FOi.IGY 


3. Ju 3 t prior to tho occupation of China by the Communists, 

the Chinoso were paying up to 80 U.3. dollars por ounco for 
gold. The occupation closed tho Chinoso gold markot and 
prices in world gold markets slumpod. At one period, free 
market prices foil to nearly 35 dollars per ounce, v/hich is 
tho official price laid down by the International Monetary 
Fund. The participation of tho Chinoso in tho Korn an War 
stile luted world demand for gold and prices roso again. 

Boro recently, the incroase' 1 do round in India and in tho Far 
Eunt, presumably caused by tho uncertain political outlook, 
hue been responsible for maintaining tho free market prico 
of gold at about 40 dollars per ounco. 


4 . The aizo of tho Russian gold stock is still unknown. A 
formor cmployco of tho Soviot gold industry hn3 expressod tho 
viov; that 1,000 torts is the abooluto minimum figuro. Annual 
out out in Russia Is estimated to bo botwo^n 300 and 400 tons 
. and* the area of gold production ha 3 been expanding. Thoro 

: u re signs uf an intensification in the Russian thirst for 

• gold. Russia has obtninod gold from China, Manchuria, 

i Sinkiang and the Satellites. Tho total Roumanian annual 

5 output, which is some 7 tons, is undor Russian control and 

is takon by Russia. Again, Russia still holds tho 11 tons, 
of gold which should havo boon transferred to Por sin in 
oxenango for ourronoy notes issuod by Persia to tho Russian 
occupation forco3 during the war. . . 



5, Our last note referred to tho Soviot declaration that the 

rouble had boon plaood on a gold basis. Wo havo roccivod 
no further dotails. It is still not cloar whothor Russian 
gold plays any part as a normal curroncy booking and foreign 
exchange rosorvo. . 


, • Although ratoo of oxohango havo boon established botwoen 
fcho r^lo dnd" tIio' dlf foment Jatollito currencies and_althorag} 
*tho roublo is being uood as the unit of account for trp.do 
within tho Soviot Bloo, it doos not oiroulato aa a currency 
dS&jToido tho Hovibt t)nIoh» 
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Oaring 1951 , «£ Soto lilt OB dospntohod miss Iona to Mosccv- 
with tho objoot of studying tho Russian financial system aid 
exploring tho possibilities Of developing trado undor long- 
torn arrangoaonts. Bilato»al--agroo«»ont 8 on a rouble basis, 
lasting until 31 . 12 .DS... havo slnoo boon concluded. It is 
be 1 loved that a dovaluatlML er Satellite currencies my to 
a furthof outoone of those negotiations. 


8 . 


SOVIET BfibC MOVES ‘OFOOLD 

• 1 T ^ n . ’ • 


Tho following is a list in thronologlcnl ordor of tho 
principal raovos of Sov lot Blo4 gold to the ./ost reported -.o 
taklne plaoo during 1950-61. For uniformity, dollar values 

lavo boon quotod. ( 

1950 

#5,'728;800 . ' 

Czechoslovakia to i),K. 


6,796,240 

■ - « ' " to Holland 

s 


1,850,240 

Poland 1 11 " 


2,240,000 

Poland/Czcchoalcvakia to T; j;Ur 


1,120,000 

Yu£ o r lav la t r U . K . 


1,380,000 

6,830,500 

Poland (50?: So.- lot -dI!) to 
Switzer load 

Poland " "to Holland 


260,000 

Huiigdry tc Holland 


19,040,00® 

Switzerland (Roumanian raid) t< 
Argentine 

1951 

1,120,060 

Roumnia to Holland 


10,060,009 

M f * Uru^uvv 


1,462,720 

46,000,000 

« 

640,000 

Czechoslovakia (R aiiianiaa a old) 
to H j 1 la nd 

Hungary (via Switzerland) t j 

Itmlf 

CzocnOolavakin t > Uruguay 


4,704,000 

» * tv Holland 


7,000,006* 

Hungary to Sr it z or land (In 
periodical consignncnta of 1 t ;v 

Total; 

#114,444,500 



Movomont's of gold on Hungarian account amounted to eono 
& 5 million, whilst on Roumanian, Czoch and Polish account n 
tlio amounts woro #32, #18 and #« nillion respectively. 

1 A roftoi ' odmpar Ison betwosn the abovo total and that for 

li49 (fl4C million) , shows that moves of Soviet Bloc gold to 
thd"Wosti taking place during both 1960 and 1961, wero 
nubitaat fi|lly loss 'than thoso taking place in 1949. 


OTnnrw 


/IP. 
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10. f oSjcrlty of Him above novo® hnvo boon by hir. Our 

kr.oylodgo of the rbaiona rcr„'the Eibiroo and of the eisp.-snl 
oT the gold 19 JLlnltOd. 1 h 6 following examples sh w tha 4 . , 
in actio pas oa # tho nqfos are’ the roault ; f straightforward 
oocnorotal transactions, and in Othora, tho object is to 
proviso funds. Wo offcon loao sight of tho geld once it 
nrrlvos.at J.ta ostensible destination, 

‘ (i) fart bf the 96,240 consignment fre Czech :sl >vnkin j 
V; to Holland was doatinpd for the Dutch assay industry, 

- . gfcort ,4 a dllegod t o have boon usod to settle a Russian 

* : ■* dobt'to ^wltzorlbhd and tho romnlndcr. after t- ..p r .rv 
atoragp^ wha furt^aj^ bpne ignod to Paris, Geneva, basic’' 



' (ii) Tho Polish and CsOoh ^(2.240. OOO c rasignr iont t~ 

Tangier, took placo tfHogoaly to benefit from t!w> riso 
in tho froo price of gold following the utbreak .f 
the Koroan tar. 


(Hi) Tho )S13 ,600,000 cohaighmont frx: Poland t 

Switzerland, half of which consisted of Russian g 1. , 
was used to pay for Polish Import® of Owiss - • -;i 
undor tho Swiss/Polish exchange of goods agree . n.nt, 

( iy) Tho largo consignment of fl9 illfn of R ••i.aar.lan 
gold fro* Switzerland tc tho Argentine repress ted 
paynont- for. gra in deliveries mndo by the Argentic to 
Roumnla in 1948. 


(v) Tho consignment of ^7 million frxi Hungary to 
Switzerland was sold far dollars. The Swiss, who 
Judged, the t onsignticn'; to be newly r.:inod Rust Inn : id, 
despatched it f r rc-s".le in Sa iron and Syria. 


.hi lot there Lave bee., no direct shipments )f .-l 1 fr 
Russia to tho Went, tho fact that a consignment -f Id fr:. 
Poland to TJ.K. v/as feund to bo frantod wit’- Ruse inn ansav 
markings Is farther evidence of Russian g dh' fa i it-, 
way to the West through Satellite, channels. An 1: ’.ic-tl n 
of Rues inn •control over SatoVJlte gold is illustrated by tho 
following: I|i May, 1951,’ thcTb umaninns, on the r ’ero of 
tho Russian Ambassador in Bucharest > paid part -f tie pr coeds 
from the aalo of Romanian gold held in Switzerland t the 
Czochs, in apljie of having given previous assurance. s t. tho 
Sv/iss that tho. proooods of any sale would -be used solely 
towards liquidating Rewnnninn dobta to Switzerland, 


In go^wr^l, Russia retains credit balances .n cximercinl 
aoouicre With most Post Bnropoan countries and tliorcforo docs 
not roly on tho aalo "of tfoxd tor the provision of funds. 

( for cxnnplo , In Bolglun, Russian balances amount t> 

f ximtolV 2, QuO nillion Belgian francs). Tho principal 
lit 08 also, nprmlly retain sufficient funds in the we st 
ot‘ trade 'roqMiromoriti. ,J flowever, tho normal trading 
Idtpshlp bptwoon' a^«t f end vtoat was upset in 1950-51. 

Aosultin^ ‘frtkh tho occupation of Chinn, tho 

Mmdkioan atbitfedo towards tho Sovlot Bloc at If fo nod and the 
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VMl3*hj*&*“*}***»<,™ exports to that area. 
B?-J?l 0<, f 0nd ? n f l .' ,ft * t | ,M **»» pi2eod on lap arts and the 

^nl ,^7 . a ?*£ .f? 8 dolla *« frorj shipnonta of 

nan^ancso to too V. 3* A. which they were unable to spend -a 

£iij.sriSs^.s2 ;,, ' o “ n **- ■ in “ 5o> ii ""‘ at ‘ a ° iiar 
' \ 

. In *b° picturo changod. Anorican froozing of 

5n 1 ^^x« dC>1 i resulting from Chinese participation 

tho Russians. Fearing that similar action 
nir-.t^ho teflon against tbon. thoy began to unload the lr 

runr’wn \r w* lattor taif of 1961 particularly, a continual 
rundown of JUissian dolls* holding a in the West took place 
On occaslOB, the Hus a Ians havo offorod to pay in dollar a where 
other currencies ? ere aeooptablo. Meanwhile, American 
purchases in Russia oeasod.. Thus Russia had now 1st '.cr 
source of dollar oarninga. 

1S * ?i S ^ io 2 w ? 8 furt ^ r aggravated during 1951 by the 

Oxfocta of tho Wostorn oribargo which wero twofold: Firstly 
a docllno in normal trado botwocn East and West and, S r c ^iv 
considerable Soy lot Bloc purchases of strategic materials at 
inflated prlcos.ln the ’float, in circumvention of the embargo. • 
Inrgo quantities of dollars were paid. Until rccontiy, there 
has boon no apparent shertago of dollars for these pure .aces 
except in the ease f Czechoslovakia and Hungary brt) 
which managed to rectify the deficiency, either fra.:' the ‘ 
Russians direct, or from the snlo <>f 


.uiwi lu recexiy ene aoricloncy e: 

Russians direct, or from the salo of gold. 


16. Again, Russia has now substantial supplier f si rJl.v» 

In I960, trade between tho sterling area nr.»i Husa.l r > . cv 
approximately lie balance. In .951, the A pi..- V.s-f di" 1 o 
ugrocnont and the offocts A I'.K. c-.utr ’•Is rts » " 

Russia, ’mvo loft the latter with a largo atari I* • ha 1 -"’ice . 

SUBVERSIVE FUNDS I 

ft. •" n 

i7^ Gold snuggling as a means of f inane in#; j-vl* -t sxhv.^iv 

alma In tho Wo»st was practised in tho oarl^ p - s t—ir ix ri - . 

Tlio Russians made u bo of professional couriers a: id the ir 1 > al 
representatives to handlo and *isp«jsc of the gold, in iv/o,; 
tho Russians arc roported to hove applied the proceeds^ ;.f * 

both official a scwgglod gold salos to the credit of v/ustern 
Chrimniat Forties* Thbra has boon no evidence of tho Runsims 
snuggling golcl^tlnoc the nlddlo of i960, 

18 # An lapa^tant method of providing funds for subversive) 
activities in «tho West, has boon by dj-vortinr profits 
accruing to Wqstori) flms ongogod in trado with Satollltc 
Cover rwont trading agoncios. . Slnoo the bog inning of 1950 
ConrunUt controlled firms in Italy havo boon oart icularlv 
active in raising funds ft«on spocial connl3fi ions and discounts 
P-^cjeod up in the ccxirso of trade with thoir Satellite tradi-w. 
partners • ^ 

w jjAlthougfa transfers uf funds from bohind the Curtain, to 
1 Cocmfiycialo pour I ’Europe du fiord and other 

I • iw*p*»oWs Eostsrn Banks, havo boon used oxAonslvoly for 
'• sawlllt# oqsnsrolal roifulblnonts, a proportion has boon 
%. f °r„%ognunlst political purposes. 


Vro itl RB P flT.Tnv 
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PVTUCTMLlcr 

20 ' ™u“SrSe“J„!l ta T'}‘° th ° 120 t™ per 

1985 . »hl» aroa i. ttL>^i 52 lytW > baaln ** 150 * in 

Us *? s£b® « SJ 

fi* **»£ ■5*tiMS- , 5 ass^ssysr*’— to 

21 * outcS h ortbJ d l%l fc £.^ b 1 1 ®» “ b0 that a further 

norotlationB will re?ul^n 1 ???f " t0r ?. trad0 and ^nanco 

S^SSr 8 * SrtWWUBfcg sssars**- 


' ssSWte^'wss Sickw' 

EgEJ? ^ t icf 1 2 *: . 

Bolz'Uv nnd the Phr Engr t* i ... ^ * 4 , v * * 

hich prices obtaining in wf ; at^ct P S vS° ^ ' 

So far, thoro is no indication o^th^! S 1 ^ * loc 

’ 4f oS«t^-^ S r 0rn i VOrl(i ' speculators tx.liovc tiiat in V 
yach Increase nay atlnul-to Soviet Blo^CaalT/io u.* 1 ^?' 

U'S3 l SS^. 1 i..! h, ^^. e l -r7*? ■ » 4 ,. ' 

requlronoat. In the tost ,uL\vZniw ify ^.*7? 
l !. Although Russia has adequate s auol i<- n -f .,+ ■ 

qSiutSi?; H?a^i nVert itCrllrG lnt <m*r* in suff ic 
;2 n. 3 ” fiscal noane nay not bo onqv n> r „ I 

latonfc ions nay be forth6or:iin£\:t tbd^ 

y * °aonc*alo oonforonoe In Mom cow* ^ 


\ ly L ’ 


/V*C/ 
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